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The Real Estate Industry  
According to RISMedia if the housing market were a human, it would look like it just wrestled a few alligators after running an obstacle course through a snake pit!  The market is beaten and bruised, but there is  
The BRIGHT side:  

· It’s a GREAT TIME TO PURCHASE A HOME

· NEW HOME CONSTRUCTION BEGINNING TO SURFACE

· The NEW REAL ESTATE RENTAL BOOM

In looking at pending home sales, contracts over the past three months are fairly comparable to the first three months of the year.  And they are expected to be the same through the end of the year.  There are some underlying factors for improving sales beginning to develop:
· RISING RENTS and SHORTAGES OF RENTALS - It is still more affordable to buy than rent in 72% of the country’s largest cities.
· RECORD HIGH AFFORDABILITY CONDITIONS

· INVESTORS BUYING AS A FUTURE INFLATION HEDGE

There is uncertainty across the country in every newscast, Linkedin, Facebook, print media:  
· Consumers do not have the confidence to enter the market.  
· There is not the desire for home ownership as it once was the “GREAT AMERICAN DREAM”.  

· People have an uneasiness of losing their jobs and are waiting for the job market to rebound to purchase.
Lawrence YUN, NAR Chief Economist, stated that housing starts are the lowest since WWII at the projected 551,000 for new housing unit construction this year.
The population in the US is at 312M and rising by 3M each year.  Housing starts are projected to be lower than when the population was half its size.

Lower construction means a faster return to a healthier market.  Inventory is starting to thin out. Home prices have shown some stabilization in some markets, but remember all REAL ESTATE IS VERY LOCAL.  It is predicted that housing starts will rise in 2012 to about 600,000 and in 2013 to about 800,000.  
September stats are not out yet, but August home sales increased even with disruptions from Hurricane Irene (except for the northeast), tight credit restrictions, and appraisal issues.  Total existing homes sales which included single family, townhomes, condos, and co-ops, rose 7.7%.  Rising rental rates drove more buyers into the market.  However, there are many ‘accidental’ landlords that cannot sell their homes in their previous locations and are renting.  There are also those renting due to a short sale in their history. Investors accounted for 22% of the activity nationwide in August.  First time home buyers purchased 32% of homes.  
September stats are expected to be affected because of substantial flooding due to Tropical Storm Lee.  The National flood Insurance program expires September 30 and should be re-signed by that date. One in 10 homes in the country need flood insurance to get a mortgage.

Foreclosure assets are going to be dealt with over the next 5 years.  Only 4% of foreclosure properties that are in the system are currently listed in the multiple list systems across the country.  Between 150,000 - 200,000 foreclosure assets are entered into the system each day.   Foreclosures across the country are expected to remain at the current flow through 2015.

National median existing home price for all housing types $168,300 (5.1% below last year)
 NEW HOMES:       $219,000
 FORECLOSURES:  $145,000
Total housing Inventory (ABSORPTION) at the end of August fell 3% from July. This represents an 8.5 months supply nationally.
EXPECT to see home price gains in these cities the rest of 2011:  Orlando, New York, Dallas, and San Francisco!!

REGIONALLY:     EXISTING HOME SALES   (NAR)
1. MIDWEST rose 3.8 % in August to a level of 1.9 M and is 26.7% over August 2010; median price is $141,700 down 3.5% from a year ago.
2. NORTHEAST increased 2.7% to an annual pace of 770,000 in August and are 10% above a year ago; median price is $244,100 which is 5.1% below August 2010
3. WEST jumped 18.3% to an annual pace of 1.23 million up 20.6 percent higher than last year this time; median price is $189,400 down 13% below August 2010

4. SOUTH increased 5.4 % to an annual pace of 1.94ML in August, 16.9% higher than a year ago; median price in the southwest $151,000, which was .8%below August 2010
There is never a perfect straight line path in economics.  Things move in cycles.  Foreclosures and short sales (1 in every 6 sales) will be with us for at least five more years.  NAR median home prices have been bouncing up and down from month to month.  There are areas of the country that have two months of home inventory and some that have 20 months.  The repeat home price measurement of Case-Shiller has shown three straight months of increase.  Despite very sluggish economic and job market expansion, it may be that real estate sales have hit bottom or are about to, provided we move forward slow and steady.
There is no question that we are dealing with difficult issues when it comes to the future of the housing market, but we must not lose sight of the values that helped make our country strong in the first place, and our families.  
As noted this month in NAR Economists’ Outlook the impact due to FHA declining limit and resulting loss of home sales affects the economy in FIVE WAYS  
1. The income on real estate industry lowers by about 9% of sale price

2. Lowers funds that are income spent stimulating jobs and income in the rest of the economy

3. Less money spent on new furnishings and appliances. When a home is sold, typically new owners spend $5,331 on such items. 
4. Slow down of new construction. As existing homes are sold, builders respond by expanding construction. This creates spending again when the house is sold.
5. Lower transfer tax and recordation fees
Nationally, a 20% decline of sales volume due to higher rates could result in losses of 1.9 B in economic activity and $34 M in local taxes annually.  The States most affected will be California, Massachusetts, Connecticut and the District of Columbia.
TRENDS

· People are beginning to downsize and purchase smaller home due to rising utility costs, lower mortgages, lower taxes, and lower insurance.
· Baby Boomers are entering back into the market and purchasing in 55 and older communities.
· People are moving back to urban settings to save on gasoline, get the health benefits of walking, use of public transportation, and take advantage of the culturally rich, history, restaurants, entertainment, and shopping.
· Green housing over time will show stronger resale due to savings in utilities and healthier living.
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